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REPORT 



ON 



FIRE INSURANCE DUTIES. 



To the Right Honourable Sir George Cornewall 
Lewis, Bart., M .P., Chancellor of the Exchequer, 
&c. &c. 

Sir, London, Nov. 29, 1856. 

In obedience to the instructions I had the honour 
to receive from you at the end of last July, I have ex- 
amined, to the best of my ability, the operation of 
the taxes laid upon insurances against loss by fire, 
and the probable effects of some suggested modifica- 
tions of one of those taxes, and I now respectfully 
submit to you the result of my inquiries. 

In pursuing them I have received the most valuable 
assistance from Mr. Pressly, the Commissioner of 
Inland Revenue, and the zealous officers of that de- 
partment with whom he placed me in communication, 
and to him I owe the benefit resulting from an intro- 
duction to the secretaries and managing officers of 
insurance companies paying amongst them not less 
than six-sevenths of the whole duty, and of course 
transacting that proportion of the fire insurance 
business of the United Kingdom, and probably 
greatly more than that same proportion of the Eng- 
lish insurances on property in the Colonies and 
abroad. From many of these gentlemen (and I am 
especially bound to name Mr. Beaumont, of the 
County Fire Office,) I have received the most ready 
and unreserved information on all matters upon 
which I saw occasion to consult them. 

I have, for the most part, confined my \&q^\x\£A* I 

and have in all cases confined my tetaaxV^ to ^aa 
operation of the duties in England an&N**\e%. 



Comparative (1.) A great part of the past experience of the 
table. progress of insurance in England, and of the effects 

of various fiscal changes made from time to time, 
which would probably have been of great use in the 
consideration of this subject, remains wholly unre- 
corded. But some of the more important historical 
and statistical facts related to this matter, and which 
are accessible, and must serve as the chief data for 
any discussion of the subject, as they have for the 
whole of the following observations, may be conveni- 
ently seen and compared in the following table : — 
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5 Will. & Mary, c. 21. - 
— continued by several 
Acts, and made per- 
petual by 1 Geo. 1. 
stat. 2. c. 12. § 8. 
— repealed by 44 Geo. 3. 
c. 98. §1. 
9 Will. 3. c 25. - 
— made perpetual, 1 Geo. 1. 
stat 2. c. 12. 

— wholly repealed by 44 
fftmm a ■ ne g 1 



Gd. on the Policy for 
years from the 281 
June 1694. 



Gd, additional from 1 Aui 
1698,f.e.6rf. + 6</.= 



9 Geo. 4. c. 3. 



3 & 4 Will. 4. c. 23. 



Agricultural insurance 
exempted from 2 
June 1833. 
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5&.G Vict. c. 79. 



19 Vict. c. 22. 
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(2. ) The first, and for nearly a century, the only The Stamp 

v ' - ' ~ J -J' J Duty on fi- 

insurance. 



tax on fire insurance, was a Stamp Duty upon the - TY on 



instrument by which the terms of the contract of 
insurance were expressed — the Policy. The duty 
was first imposed in 1694, by the 5th William and 
Mary, c. 21. s. 1." " For every piece of vellum or 
" parchment or sheet of paper upon which any policy 
" of assurance shall be engrossed or written, the sum 
" of sixpence." These terms extended to all possible 
modes of assurance, and undoubtedly had at that 
time reference chiefly to Marine Insurances, the other 
varieties of insurance on Lives and against loss by 
Fire being then almost unknown, even in speculation ; 
but as these and other varieties of insurance came 
into use, the instruments by which the engagements 
were made were under this and similar provisions in 
subsequent Acts of Parliament, more particularly by 
the 10 Anne, c. 26. s. 68. which contains the first 
express recognition of Fire insurance, made subject to 
the tax. 

The same duty of sixpence was imposed on all 
policies, whatever the amount insured under them. 

Hence the revenue derived from this source gave 
jk> indication of the amount of the property insured, 
nor any other material information as to the nature 
*md extent of the practice of insurance. The number 
of policies actually stamped would, if this bad been 
xecorded, have shown the number of contracts of all 
kinds of insurance entered into ; but as one stamp 
was undistinguishably used for policies of insurance 
and for nine other descriptions of instruments sub- 
jected to the same sixpenny duty, it was never 
possible even to distinguish the respective number 
of policies of insurance, or of any of those other 
instruments subjected to the same duty. 

. Although in course of time distinctions were made 
by the stamp laws between Marine, Fire, and Life in- 
surances, still in all the modifications of the stamp 
duty relating to Fire insurance, the same practice has 
been continued of applying to the policy a stamp of 
the required rate of charge undistinguishably from 
a multitude of other instruments of wholly different 
natures submitted to the same rate of charge, so that 
it has at all times been and sti\\ \a lm^oss&^e to 
ascertain either the number of policies o? F\te \x\srax- 
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ance for which stamps have been purchased or the 
amount of revenue obtained from the duty on this 
species of insurance, or to derive from the returns of 
the amount of revenue any information whatever as 
to the part contributed by Fire insurance, or the ex- 
tent or progress of the practice, or the effects of fiscal 
changes or other causes that from time to time may 
have influenced it. 

This Stamp Duty underwent great changes during 
the first 110 years of its existence. At the beginning 
it was 6d. on the policy, whatever the amount insured, 
whether 10/. or 100,000/., or any other sum. Once 
paid this duty was not payable again so long as the 
policy continued in force ; and this has always been 
the character of the duty through all the changes 
which it has undergone. It must at the rate of 6rf. 
have been without an appreciable effect on the prac- 
tice of insurance for all considerable amounts, and was 
probably without any influence at all. It was, however, 
advanced gradually, till in 1/75 it was 6s. on policies 
of all amounts, a tax still weighing not very heavily on 
the other modes of insurance, but certainly very burden- 
some at the first step in the effecting of fire insurances 
of the smaller amounts, being of itself equal to the 
premium on an insurance at common risk of 400/. An 
additional duty of 5s. was at the same time laid on 
all insurances of sums of 1 ,000/. and more, still being 
a duty not very onerous on marine and very light upon 
life insurances; but upon fire insurance averaging about 
75 per cent, in the first year upon the premium at 
common risks, falling comparatively lightly, however, 
on insurances of the greater amounts. In 1787 these 
duties were altered to 3s. under 1,000/., and to 6s. at 
and above that amount, and remained at this rate till 
1804. In this year the stamp duty was fixed at Is. 
on the policy, whatever the amount insured, and for 
insurance on property in the United Kingdom, it has 
not varied since. During the last half century this 
duty of Is. paid once for all on the taking out of the 
policy can have had little effect on the progress of 
fire insurance. For example, the stamp duty paid 
during the last ten years by one important insurance 
company was 4,141/. 16$., during which period the 
premiums received were 6l9>277/-> insuring property 
of a value exceeding 412,000 ,0001. fcteT\\Tv^ v XJaa «Um\> 
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duty thus paid being at the rate of 13s. Ad. on 100/. 
paid as premiums, or of a farthing upon every 100/. 
m value of property insured. 

Accordingly, with the exception of the interval 
between 1781 and 1787, when this duty was 6s. under 
1,000/., and lis. at and above that amount, and when 
the annual per-centage duties of ls.6d. in the 100/. was 
imposed in addition, there does not at any time appear 
to have been any strong expression of opinion in any 
quarter against this duty. 

The foregoing remarks are ontyinade for the purpose 
of completing the history of the per-centage duty, 
which is the more proper subject of this Report. 

(3.) It is the Per-Centage Duty on fire insurance The Per- 
which has alone been made, of late years, a subject of Rentage 
serious discussion, and as to which any changes have 
been recently recommended. 

This duty is in all cases proportionate to the value 
of the property insured. 

It was first imposed in the year 1782 (at which time 
there was also a stamp duty on the policy of 65. under 
1,000/. and lis. at and above that amount), and the 
rate of the duty was Is. 6d. for every 100/. in value 
of the propery insured. 

In 1787 another 6d. per 100/. was added, making 
this duty 2s. per 100/.; at the same time the stamp 
duty on the policy was reduced from 6s. and 1 Is. 
respectively to 3s. and 6s. 

Again in 1804 another 6d. was added, making this 
duty 2s. 6d. per 100/., and again the stamp duty on 
the policy was reduced to ls. 9 whatever the value of 
the property insured. 

In 1815 the per-centage duty was raised to 3s. per 
100/., at which rate it has remained ever since, while 
the stamp duty on the policy has remained unchanged 
at Is. ever since 1804. 

But a change of great importance, the effects of 
which are very instructive, was made in 1833, when 
insurances of agricultural produce and farming stock 
were exempted absolutely from both these duties. 

(4.) A duty of 3s. upon every 100/. value of pro- ^ion*) 
perty insured is very nearly one- third of a penny duty ti^^ss^s^ 
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to each pound sterling of value, or more exactly it is 
a duty as 1 to 667. value of property insured, 
operty B u t it would be an exaggeration to state the prac- 
tical burden of the duty so high as ^y th or the 
value of the property insured. No house is wholly 
destructible by fire ; even the materials of a house 
are becoming every year, by improved construction, 
the increase of party walls, the replacing of timber 
by iron, and of other combustible by incombustible 
materials, less and less subject to entire destruc- 
tion by fire, so to say, more and more €i fire-proof." 
Still less is that important part of the value of every 
valuable house, shop, or warehouse, its site and ad- 
vantages of situation, destructible by fire. It would 
be a mere absurdity for any owner of property to 
insure from loss by fire the part of the value of the 
property which is indestructible by fire, and in Eng- 
land it is never done, or pretended to be done, except 
in some of the comparatively rare cases where the 
' condition of average ' is compulsory. Other causes 
also make the insurable value of property to differ 
from its appraised value, amongst which a somewhat 
common one is the too great extent or magnificence 
of a house and its furniture for the owner's present 
means or occasions, who would, in case of their destruc- 
tion, replace them more advantageously on a more 
moderate scale, and would be more suitablv accommo- 
dated in a house and furniture costing 20,000/. than 
in one which has cost 100,000/., in which case he 
wisely insures for 20,000/., the true value to him of his 
property, the sum it really concerns him to secure 
from loss. 

But the ordinary experience of actual losses by 
fire shows that the practice of insuring from one- 
third to two-thirds of the appraised value effectually 
covers the losses incurred. These proportions appear 
justly to represent The Insurable Value of ordinary 
properties. Now, if an insurance be effected on two- 
thirds of the value of the property, the tax of 3s. 
on the 100/. insured is one farthing in the pound stea- 
ling of the value of the property, or more exactly as 
1 duty to value of property 1,000. When the in- 
surance is effected on one-half of the value, the duty 
is one-sixth of a penny in the pound on the property, 
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or as duty 1 to value of property 1,333. When 
it is effected at one-third, the duty is one-ninth of 
a penny in the pound, or as duty 1 to value of pro- 
perty 2,000. 

This tax is one which can in no possible case 
(except in that of an absurd or dishonest insurance 
for more than the value of the property) exceed 
-i^ths of a penny in the pound sterling, or one 667th 
part of the value of the property insured, and it 
varies in actual practice from that which is a very 
unusually high proportion to about one farthing in the 
pound, or the 10 * 00 th part of the value, the more 
usual amount, to a sixth or a ninth of a penny in the 
pound, or the 2000th part of the value of the pro- 
perty. These are the common limits of the propor- 
tion of the tax to the actual value of permanent 
property of this character of houses and buildings 
subjected to it. 

But there is a class of property very liable to —in trades 
destruction by fire, and therefore a proper subject 
for insurance, to which some peculiar considerations 
apply. This is the stock of trades, handicrafts, and 
manufactories. In this case an insurance covers all 
the successive portions of stock upon the premises 
during the period to which the insurance extends. 

The greatest retail trades of the country, the pro- 
vision trades, are carried on with stocks at all times . 
extremely small in comparison with the amount of 
the annual aggregate oi transactions The bakers 
rarely have stock on hand for a week's consumption ; 
butchers, from two to three days' consumption ; fish- 
mongers, more than one day's ; poulterers, two days' ; 
green-grocers, three days'; grocers, three weeks'; 
coal-merchants, one week's consumption. It is greatly 
to under-estimate the frequency of the change of 
stock of these great trades to put it at only fifty times 
a year. 

As to the next greatest trades, those in potable 
liquors, the common stock of malt and spirituous 
liquors is greatly under a month's consumption. 
Wines, however, acquiring a value by time, are kept f 
even by retail dealers, in larger stock proportionally ; 
but for the whole of these trades a month s consump- 
tion would probably exceed the average. In the 
drapery trades, though a three ox fb\K moraSitai 3to&* 
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is not uncommon, a month's stock would also probably 
exceed the average. 

The few trades in which more choice, rare, and 
valuable stocks are kept for comparatively longer 
times, as of goldsmiths, jewellers, dealers in objects 
of art and vertu, in rare or standard books, and a few 
others, are mostly confined to the larger towns, and, 
compared with the great trades of the country, are 
of very minor importance. 

As to all trades, the insurance for a year is 
spread over all the stock in hand during that year. 
One hundred pounds insured would cover above 
15,000/. of a butcher's or poulterer's stock in a year; 
30,000?., of a fishmonger's stock ; 1,200/., of any trader 
changing his stock twelve times a year. In these 
cases the duty of 3s. per hundred pounds operates as 
a tax of a 100,050th part of the value of the stock of 
the butcher and poulterer, or the ^^th part of a 
penny on every twenty shillings worth of his commo- 
dities ; of a 200,100th part of the value of those of 
a fishmonger, or -^^th part of a penny on every 
twenty shillings worth ; of any trader turning over his 
stock on an average once a month, an 8,000th part of 
the value of his goods, or -^th part of a penny on 
twenty shillings worth of his wares. , 

In the wholesale trades the average stock in hand 
corresponds with the rate at which the producers or 
importers can bring the commodities to the market. 
Of imported provisions there is ordinarily not more 
than a few days' consumption on hand — except of 
groceries, which may reach an average of three months. 
Of cotton, it is very rarely that stock equal to three 
months' consumption is on hand. Our home agricul- 
tural production is that of which the largest stock is 
commonly on hand. The farmers or graziers' live 
stock may at any time equal a year's sale, the graziers' 
even two or three; but these are to a very small 
extent subject to loss by fire or the subject of fire 
insurance. A farmer's dead stock of corn, hay, and 
other crops, immediately after a harvest, constitutes 
the stock of that produce of a whole year, and he 
must, to be safe, insure on the largest stock that may 
be destructible by fire. If a farmer paid the duty on 
the insurance of these crops, it would nearly amount 
to the full sum of one-third of a penny on every 20s. 
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worth of these commodities, and would add one whole 
penny to the price of a quarter of wheat when wheat 
sold at 60s. 

Where a commodity passes through different trades 
in its way to the consumer, as in the supposed case 
of wheat through the farmer's, miller's, and baker's, 
the several shares of duty of each are to be added 
together, and in this case the farmer's duty (if he 
paid a duty) of one third of a penny on 20s. worth 
of wheat should be added to the miller's y^th and 
the baker's T £^th part of a penny, making -f^th of 
a penny duty on 20s. worth of bread — a sum still not % 

Ytry distinguishable from one-third of a penny. 

This last is apparently the case in which the burden 
of the duty on fire insurance upon stock in trade 
would be the heaviest (if a farmer's stock were really 
subject to the duty), and may serve as an example of 
the extreme possible operation of the tax in impeding 
trade or in adding to the retail price of commodities. 

(5.) The duty on fire insurance is a tax on the —its inci- 
Owner of the Property insured. Nobody insures dence;— 
against the loss of a property if the loss of it would — a tax on 
not fall on him. The case of a tenant insuring under owners of 
the covenants or effect of his lease is no exception to P™!^ 1 ^ °> 
this rule ; for in this case the ownership is divided 
into his own portion under the lease, which he insures 
at his own cost, and into his lessor's reversion, for 
the insurance of by which the lessee, as for every 
condition beneficial to the lessor and not to the 
lessee, the lessor pays an equivalent to the lessee in 
the diminished rent of the tenement leased subject to 
such conditions. 

The rule holds good as to commodities in course of on con- 
production or commerce ; the duty is always paid by «umers. 
their present owner to secure him from loss. But the 
duty paid in this case is a cost incidental to the pro- 
cess of production or distribution, and the burden is 
a transitory one, repaid in the price of the commodity 
to each successive seller by each successive buyer, 
until the whole accumulated duties are finally paid 
by the last buyer— the consumer. The tax in all 
these cases is eventually a consumer's tax, and it can 
in no way be regarded as a tax finally affecting pro- 
ducers or traders. It may be a tem^otsrj yc&rtcl- 
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venience to these to provide the duty ; at the begin- 
ning of a year's transactions it does, in fact, render the 
command of a proportionately larger capital neces- 
sary ; but seeing how small this is in comparison with 
their year's transactions (4), never by any possibility 
exceeding 3s. on the hundred pounds worth of com- 
modities kept during a whole year, it is difficult to 
regard it as a serious ground of complaint. As a 
cost of production it must, indeed, be considered 
as having a tendency to diminish consumption ; but 
the increase of one penny upon 30 or 40 pounds 
* Sterling paid for clothing or furniture, or upon 400 

or 500 pounds sterling paid for provisions, cannot 
be supposed to have an appreciable practical effect 
in reducing the consumption of commodities or dis- 
couraging production or commerce. 

Certainly it would be difficult to find any equally 

productive substitute for this tax, that would press 

less heavily upon either kind of industry. 

Lts effect It is justly imputable to this, as to all other taxes 

destroying incident on property, that where property is used in 

3 *v \°T su °k a wa y as not to P ro ^ uce to ** s ° wn er the usual 
p ^ 8e ^ J_ interest or profit, the duty would in course of time 

destroy in the hands of the owner the very fund out 
of which it is to be paid. As regards property of 
the more consumeable kind, the objection obviously 
does not hold ; but of property so permanent as to 
subsist during the period of many payments of the 
tax, it does. As to such permanent property as this, 
it must be admitted, that if, for an instance, the succes- 
sive owners of any house were so perverse as to sell 
annually a share of the house to pay their duty, there 
would remain in every successive year a less amount 
of property in the hands of these owners subject to the 
duty and contributing to the public revenue, although 
it would nevertheless remain an insurable and tax- 
able property in the hands of its substituted owners 
the purchasers. 

Admitting fully this common effect of taxes on 
property, it is proper that we should reckon its true 
extent in this case, in order to judge of its value as 
a practical ground of objection, and know to what 
extent this tax really is an improvident fiscal resource, 
destroying, as it is said, at their origin, the golden 
eggs. Taking then the extreme example of the 
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highest possible rate of duty, 3s. in every 100/., 
this would, if paid out of the property and not 
out of income, in the course of about 462 years, 
6r about fourteen generations, absorb one half of 
the property, reducing the original value of 100/. 
to 50/. ; and in about 3068 years, or about 100 
generations, a period of time exceeding the range 
of authentic history, the- original 100/. would be 
reduced to 1/. At any rate more near to the 
true average, as at Is. 6d. in the 100/. it would 
have required a period considerably exceeding the 
usual reckoning of time from the Creation to the 
present day to produce the same effect. This effect 
then, though indisputable in theory, is, in the first 
place, one which the duty has in common with all 
other taxes on permanent property, and on this ground 
this duty can only be condemned in principle, when 
all such taxes are also condemned ; and, in the next 
place, this effect is so small in actual amount as hardly 
to seem to justify its introduction into a practical 
discussion. 

The tax is in all cases a direct tax on substantial — itsine- 
realized property ; but it is a tax that only attaches to <l ualit y of 
such kinds of property as are destructible by fire, in °P eratl0n : " 
other words, to such property as is of the more fleet- 
ing and precarious kinds. Land, as distinguished 
from the combustible erections upon it, and almost 
all the species of property included by the terras 
" real and incorporeal hereditaments," and all property 
in funds, not destructible by fire, are by their nature 
as being indestructible, exempt from the charge. But 
so far as destructible erections are necessary for the 
extraction of a profit from any such property, such as 
farm buildings, sheds, engine houses, and the like, it 
becomes a subject of insurance, and consequently of 
this duty. As between different classes of owners of 
real property, the owners of pasture land, mineral, and 
farm and garden land, would naturally be subject to 
the least proportion of the burden ; while, on the other 
hand,, the owners of land occupied by buildings are 
precisely those persons who of all classes, in fact, con- 
tribute the greatest part of the burden ; and so far 
as any persons are, in nearly equal degrees, owners of 
the one and of the other kind of property, they share 
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equally in the exemption and in the burden of the 
tax. 

The exemption of real and incorporeal property 
from this tax is an advantage which it derives from 
its indestructible nature, just as, in some other cases, 
the same permanent indestructible character presents 
it as a proper subject for taxation, and prevents its 
escape from the burden. On the other hand, so far 
as the tax falls on consumers, although it affects 
in very different proportions commodities according 
as they are a long time or a short time in store or in 
course of production, still the tax falls as a whole 
verj r equally on all classes of consumers, who in about 
equal proportions consume commodities of these 
descriptions ; but in as far as the poorer class of con- 
sumers consume comparatively more of provisions 
and of those commodities which are kept the least 
time in stock, the tax falls more lightly on these than 
on the consumers of the more costly commodities 
kept longer in production and in stock. 

pro- (6.) But it is not as a heavy tax on any class of 

m to the persons, or as an unfair tax in relation to different 
._ classes of persons or property, that the Duty on Fire 
Insurance has ever been practically made the subject 
of complaint. 

The complaints chiefly urged against the duty are 
these : — that the risk of loss by fire is such that an 
insurance against it, for the space of a year, can be 
made, with a fair profit to the insurer, for a premium 
of 1*. 6d. on the 100/. worth of property insured ; 
and that this being the natural cost price of the 
insurance, the duty of 3s. per 100/. is an enhance- 
ment of the price by 200 per cent., and operates by 
its excessive amount to prevent the insurance of 
property from loss by fire. 

All these allegations require examination. But, 
first, as to the proportion which the duty of 3*. 
per cent, on the property insured really bears to the 
premium or price of insurance ; — 

The price., of fire insurance varies with the sup- 
posed or ascertained liability of the property insured 
to destruction or damage by fire. 

The property which, by its construction, material, 
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situation, and mode of use, is the least subject to loss 
is insured at the lowest cost, which a long and 
extensive experience has settled at 1*. Qd. for a year's 
insurance of a value of 100/. 

Every circumstance of construction, material, 
situation, or mode of use which adds to the proba- 
bility of destruction raises the premium of insurance, 
in degrees ascertained by experience to be propor- 
tionate to the insured risk. For instance, no agri- 
cultural produce, farmers' stock, implements or 
utensils, are now insured at less than 4s. per 100 J. 
Again, warehouses or sheds in Liverpool, and their 
contents, were, some years ago, not insurable at a less . 
rate than 36s. per 100/. ; and, now that their construc- 
tion and management have been greatly improved, 
the ordinary premium of insurance of buildings of 
brick or stone, covered with tiles and slates, is 12s. 
per 100/., which is only reducible to 6s. on a certi- 
ficate of special improvements in construction, and 
even fire-proof warehouses, specially certified, are not 
insurable at less than 3s. 6d. per 100/. Properties 
subject to special risks are insured at such rates as 
3 guineas ; theatres, when insurable at all, com- 
monly at 5 guineas per 100/. ; and a great variety of 
properties are rejected by most of the insurance 
companies as wholly uninsurable at any premium. 

It follows that the duty of 3s. per 100/. is an 
addition of 200 per cent, to the premium only in the 
case of the very lowest premium for the least risks. 
To this premium of Is. 6d. per 100/. an addition is 
made by the duty of 3s., making in all 4s. 6rf. as the 
cost of insurance per 100/., an increase from about » 
one-sixth of a penny per pound sterling, to -fifa of a 
penny, or to a little more than a halfpenny per pound 
sterling. 

But in all other cases, where the risk and the 
premium are greater, the duty being always fixed, is 
proportionably lighter. Thus, were agricultural stock 
subject to the duty, as the premium, 4s. at the least, 
would be increased by 3s., the duty would be not 
200, but just 75 per cent, on the premium. The 
premiums on Liverpool warehouses, formerly at 36s. 

Eer cent., were increased 3s. by the duty, — not 200, 
ut only 8£ per cent. ; and the present ordinary 
premium of 12s. is increased by the duty, not 1Q&* 
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but only 25 per cent. ; the reduced premium of 6*. is 
increased, not by 200, but by 50 per cent. ; and even 
the premium on fire-proof buildings of 3*. 6d. is 
increased, not 200, but by 86 per cent. On special 
risks, where the premium is 3 guineas, the duty is 
less than 5 per cent, on that premium; where the 
premium is 5 guineas, the duty is less than 3 per 
cent, on the premium. 

The larger proportion of all fire insurances are, 
however, at the lower range of duty. It is commonly 
agreed that by far the largest number are at the 
common risk, at Is. 6rf. per 100/. for the metropolis, 
and at 2*. to 2s. 6d. for the country, at that rate at 
which the duty appears in the comparison to be most 
oppressive. The average rate of premium of all fire 
insurances could only be ascertained by means of a 
detailed account from all the insurance companies; 
but the experience of one of the most important 
companies, whose business includes all varieties of 
fire insurance that can be safely undertaken, may 
serve as a fair indication of the general average of 
premium. In this company the duty actually paid in 
the whole period during which it has been at the pre- 
sent rate of 3s. per 100/. has been 1,747,000/., and 
the premiums actually received, omitting those for 
farming stock since it has been exempted from duty, 
have been 1,719,000/. This experience gives an 
average of the duty to premium of 10 1£ per cent., 
and an average of all premiums at 2s. 1 l-frd. per 
100/. This proportion is that of insurance conducted 
on a cautious plan, and probably represents fairly a 
low average rate of premium and a high average 
of duty. The experience of companies systematically 
insuring more hazardous kinds of property would 
give a higher proportion of premium and a lower 
proportion of duty, 
-its adjust- It' would, then, appear more just to consider this 
ai nt of the duty as averaging about 100 per cent, on the pre- 
roperty in- mium of insurance, and not as 200 per cent, 
ared and . But one very important character of the duty is to 
ixed. be remarked, the happy adjustment of the burden to 

the means of those who are to bear it. Though it is 
always a fixed duty of 3s. for every 100/. insured, 
and "it is thus always exactly proportionate to the 
benefit — the sum of money secured by insurance— yet 
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it is a duty which varies relatively to the premium or 
cost of the insurance, and the variation is precisely 
such that where the property is naturally most safe, 
and the natural cost of insurance is least, this fixed 
duty appears comparatively to be the greatest, is to 
the naturally low premium of Is. 6rf., an addition of 
200 per cent. ; while in cases where the property in- 
sured is more precarious, and the natural cost of insur- 
ance rises to the average premium 3s., the duty of 3s. 
aggravates the natural charge by but 100 per cent. ; 
but when the risk still increases and makes the burden 
as heavy as the common premium on warehouses in 
Liverpool, 12s., the duty aggravates this charge by 
only 25 per cent. ; and when the precariousness of the 
property is such that the premium rises to 36s., the 
duty is but 8£ per cent ; at 3 guineas premium the 
duty is less than 5 per cent. ; and at 5 guineas, it 
is less than 3 per cent., — always varying relatively 
in an inverse proportion to the natural risk, the 
burden of insurance, and the precarious character of 
the property. In other words, the duty naturally 
adjusts itself to the true value of the property 
out of which it must be paid ; it is comparatively 
heavy where the property is most valuable, and 
subjected naturally to the least cost of insurance, 
and it is comparatively light just as the property 
is most precarious, and subjected naturally to the 
greatest burden in the cost of the provision against 
its destruction by fire. It is usually very difficult 
to adjust so nicely the burden of taxation to the 
means out of which it is to be raised. 

(7.) It is objected to these taxes that they are Objection* 
" taxes on prudence," and as such are wholly incon- t0 the d ^*3 
sistent with sound policy and morality. This objec- J^""* 
tion is not to the amount only of the tax, but is a dence";— 
preliminary condemnation of the tax, impugning its 
principle altogether, whether the amount levied under 
it be large or small. 

The objection is, in truth, merely rhetorical: 
characterizing this duty as a tax on a virtue, it seems 
as if the tax were thereby condemned as vicious. 
The argument would not deserve attention if it 
rwere not sometimes put forth by persons of great 

*<1 
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reputation for acquaintance with the principles and 
details of taxation. 

Doubtless it is generally an act of prudence to 
insure against the loss of property liable to destruc- 
tion by fire ; and the taxes on such insurance are, 
according to their amount, pro tanto, an obstacle to 
such prudent acts. 

But this is the very nature of taxation, that it 
must be mainly derived from the exertion of all the 
moral and physical excellences productive of wealth, 
for industry, enterprise, fortitude, temperance, pru- 
dence, are necessarily the main producers of revenue, 
both private and public. Fortunately, vicious or 
indifferent acts are not generally so continuously 
productive of wealth, or the means of contributing 
to taxation, as to allow any considerable part of any 
national revenue to be derived from them ; and in 
taxing to a considerable extent some stimulants and 
luxuries, we have, probably, gone the full extent that 
is safe or desirable. We have no alternative for the 
rest, but in the same rhetorical sense to continue to 
tax " prudence * and all the other productive, frugal, 
and profitable habits of men. 

But amongst all meritorious acts there are differ- 
ences in the degrees of excellence. For instance, 
there seems to be an immense difference in the degree 
of the merit, in the number of the good habits, includ- 
ing prudence in the list, to be exercised in the daily 
toil and thrift, the daily self-denial, the unbroken 
temperance and fortitude which are commonl}' the 
sole conditions on which property is to be realized 
and preserved, and the prudence involved in providing 
the mere cost of insurance after the property is 
realized and in possession. All these efforts of in- 
dustry, courage, skill, and self-denial must have been 
exerted before the property can exist in any man's 
possession to be insured from future loss. Yet at 
every stage of all these efforts, every system of taxation 
dogs the steps even of those whose difficulties are 
greatest, and even anticipates the reward of every 
exertion, and too often puts such fetters on it as not 
only to make it hopeless but impossible. Taxation 
must, to a great extent, encumber the primary, the 
most rudimentary efforts at the creation of wealth ; 
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it must encroach on the rewards of the very lowest 
industries, on the means of the most unprofitable 
enterprise, on the very necessaries of life itself; it 
must encumber all the successive operations of labour, 
skill, enterprize, and thrift before property, their 
hard earned result, is realized. And even when it 
is realized, property is often to be preserved only 
by constant personal efforts of industry, vigilance, 
courage, and self-denial to ward off injury and de- 
struction, and to repair them when incurred ; it is but 
rarely that personal care can be dismissed on the 
cheap terms of making a small occasional pecuniary 
subscription, by which a safe substitute is provided 
to bear all the possible loss ; when this can be and 
is done, as in the case of a fire insurance, the effort of 
prudence is certainly laudable, but it is not of that 
difficult or painful kind to require encouragement by 
exemption from those fiscal burdens which are laid 
without compunction upon the means and the results 
of every other exertion of prudence. It is assuredly 
one of the most innocent of all the effects of taxation 
when it only encumbers an expenditure of a small 
portion of income for the continued, the perpetu- 
ated, the assured enjoyment of a property already 
actually realized and in course of enjoyment. Such 
Are these taxes on insurance. They place it is true 
a charge on a very prudent act ; but on an act of 
prudence where prudence is most easy and where 
prudence is also, most probably, already habitual, the 
prudence of a man of realized property seeking the 
most extended enjoyment of it against a very remote 
danger the natural chance of which is but as one to 
six thousand, by transferring that danger to others, 
— ti vicarious mode of self-protection that, in compa- 
rison with its more common forms, may be considered 
as the very luxury, almost as the superfluity, of 
prudence. 

As a question of public policy, said to be involved 
in the encouragement of the form of prudence ope- 
rating in the practice of Fire Insurance, it must be 
observed, that most other exertions of prudence 
result in the creation, accumulation, preservation, and 
restoration of objects of private wealth, and so in- 
crease the total wealth and strength of the commu- 
nity. But Insurance is not operative iu auy of &sa& 
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ways. The deposit or contribution of the premium 
no more produces, or increases, or preserves the 
general wealth than the deposit of money in a bank 
of deposit, or in the hands of a stakeholder. The 
reimbursement of the loss incurred, from this fund 
thus deposited, saves the insured from his individual 
loss, but throws the whole of that loss on the fund, 
and the aggregate of wealth suffers a diminution by 
the loss, although the insured personally escapes it. 
As a private benefit, the advantage is indisputable ; 
but as a public question, the whole community has 
no further interest in it. Indeed, as a question of 
public policy, there is reason to doubt whether a 
great amount of wealth has not been destroyed, and 
other great individual mischiefs produced, solely by 
the operation of the facilities which the system of 
insurance affords to fraud by the practice of arson ; 
the whole of which frauds and mischiefs would be 
impossible but for the opportunity and temptation 
afforded by Fire Insurance Associations. 

Much more may be said on this sophistical topic, 
and it might be retorted with more justice and 
greatly increased force against almost every tax 
which could be substituted for those on fire insur- 
ance; but it may be more than sufficient for the 
present occasion to observe further that this tax^ 
m those cases in which by comparison it appears as 
a heavy burden of 200 per cent, on the natural 
cost of insurance, only affects that property which 
prudence has already made, by construction, situation, 
and other provision, in the highest degree secure, and 
where prudence may be expected to be already in 
full operation, and where, moreover, as a matter of 
fact, it will be found, in spite of these taxes, still to 
operate almost universally, such property being, as a 
general rule, really insured to the full extent of all 
possible loss ; while, on the other hand, in those cases 
in which the property is perilous, where prudence has 
not yet provided against the danger, and where the 
natural cost of such provision by insurance is greatest, 
and the exercise of prudence is most costly and diffi- 
cult, and most in need of encouragement, so far as 
encouragement can be afforded by a law, there the 
-discouragement of this tax diminishes till it becomes 
(almost insensible. 
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(8.) It is very frequently and strongly objected to —as, by its 
the per-centage duty on insurance (for to this objec- oppressive- 
tion the stamp duty is not supposed to be liable), that ^tin™" 
being a duty of 200 per cent, on the cost of insurance, insurances- 
it greatly discourages insurance, and it is often said 
by those who urge this objection that a lower duty 
might, by allowing of an extension of the practice of . 
insurance, produce an equal or an increased revenue. 

In this objection it is asserted or assumed, as an 
ascertained or admitted fact, that the present high 
rate of duty does actually operate to prevent that 
insurance which, but for it, would otherwise take 
place . 

Now, one part of the actual facts is, that in England 
and Wales property which is subjected to the duty 
is at present insured to the amount of 802 millions 
sterling. 

It is another fact that the great majority of insu- 
rances is made at the lower rates of premium, that 
is, on property least requiring insurance, and exactly 
that as to which it is alone truly to be alleged that 
the existing duty is a tax at all approaching to 200 
per cent, on the premium. 

The entire average of the whole insurance now 
effected subject to duty appears to be at about 3s. 
per 100/., on which the duty is about 100 per cent, 
on the premium. 

The assertion that this duty, described as a tax of 
200 per cent., prevents insurance, must then, if it 
have any foundation at all, be grounded on some fact 
or some argument that property now actually exists 
uninsured to some considerable extent which would 
be now insured but for the operation of this excessive 
duty. 

Some figures have been loosely put forward as 
indicating the value of the insurable property exist- 
ing at present in the country ; but as these figures 
have, in the first place, assumed the total value of 
the property in the country without evidence, and 
have, in the next place, assumed that all property 
is a proper object of fire insurance, it would be 
useless to spend time or argument upon them. 

On the other hand, it would certainly be very 
useful to. this and other similar discussions to ascer- 
tain the value of property, properly insurable. With. 
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existing materials this cannot be done ;* but it is quite 

}>ossible to clear the subject of a great deal of ground- 
ess assumption and of error, confident in proportion 
to its want of foundation. 

As before observed (4.), it is not all property that 
is liable to destruction by fire, or that would be the 
object of fire insurance. In the first place, and for 
an example, the whole of the Land in all its modifica- 
tions, agricultural, pastoral, horticultural, mineral, in 
waste, under water, or in whatever condition, pro- 
fitable or unprofitable, is not destructible by fire; 
taking those modifications . of land at a value of 50 
millions a year, and at 33 years' purchase, here are 
1,550 millions of property in England and Wales 
uninsurable. 

So the great investments of property, in national 
and other Funds, in Roads, Railroads, Canals, and the 
like, which swell the usual estimates of the aggregate 
of property, not to be valued at less than 1,200 
millions, are commonly no subjects of fire insurance. 
Again, a vast quantity of moveable property is no 
subject of fire insurance ; all live stock not in sheds, 
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* It has been suggested that the annual amount of probate and 
administration duty affords a datum for the estimate of the amount 
of personal property, or of the property on which fire insurances 
might be expected to be effected. This sum 1,200,000/. at an 
average of 2£ per cent, represents a total of property of 53 mil- 
lions sterling, becoming every year subject to the duty, and this 
multiplied by 30 years, for the average period within which 
estates are divested by death, gives about 1,600 millions sterling 
for a total value of personal estates. This multiplication by 30 
years is probably near enough to correctness for practical pur- 
poses as regards permanent estates ; but is evidently too high for 
other personal property, which would probably be more correctly 
estimated at about 15 years for a total. But assuming 1,600 
millions as a total, and deducting from this sum the requisite 
amount for all home and foreign stocks, shares, and securities, cash, 
life policies, rents due, mortgages, bonds, bills, notes, and interest 
due, goodwill of businesses, chattel interests in real property, real 
property directed to be sold, all as being undestructible and un- 
insurable, and deducting also agricultural stock, as not being 
subject to duty, and shipping as being insured in another manner, 
there would remain an exceedingly small amount for the value 
of property insurable against loss by fire, one certainly much lower 
than that estimated in the text, or that upon which fire insur- 
ances are now actually effected. This effect is partly explained 
by the fact that these duties take no account of properties of a 
value of less than 20/, 
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all growing crops, all minerals not fashioned, of a vast 
aggregate amount. 

So all cash and money in hand or in banks, a kind 
of property not regarded as insurable. 

So a vast mass of property very destructible by 
fire, the mercantile shipping of the country, not of a 
value of less than 50 millions sterling, is already 
covered by Marine Insurance against the risk of fire, 
except an inconsiderable fragment for vessels build- 
ing or repairing, which is, however, every year dimi- 
nishing as the practice extends of including them, 
even in this state, in the policy of Marine Insurance, 

In short, the main subjects of fire insurance are : — 

— in the first place, houses, warehouses, workshops, 
and the like erections generally ; 

— in the second place, household furniture and the 
ordinary contents of dwelling-houses ; 

— thirdly, the stocks of producers and traders; 
and the real question becomes very much this, — are 
houses, furniture, and stock in trade really under- 
insured against loss by fire in consequence of this 
duty ? 

The insurable value, that is, the value of the de- —houses and 
structible part of any erection, can never be its whole buildings;— 
value, not even when it is wholly constructed of wood 
and other combustible materials, there being always 
the site and the value of its situation indestructible, 
and therefore uninsurable. 

And as the total value of a house or other build- 
ing is greater, its insurable value is proportionately 
less. The greatest value of the best houses, shops, and 
warehouses, workshops, and often of manufactories, 
is just that of their situation, an uninsurable value. 
Again, as these buildings are more valuable, they are 
better constructed and consist of incombustible ma- 
terial in greater proportions, so that the amount of 
certain salvage commonly increases as the value of the 
erection, and as the destructible or insurable value 
decreases ; and it is to be remarked that, year by year, 
by improved construction, the indestructible portion 
of all erections is proportionally increased, and the 
proper value for insurance is proportionally diminish- 
ing., Examples abound of this effect. Some build- 
ings recently erected in the City of London have cost 
their present owners for their site 40,000/., for their 



28 

construction, 28,006/., in all 68,000/. Their builder, 
himself the official valuer of a great fire insurance 
company, estimates that 20,000/. is the very utmost 
value of what could by any possibility be destroyed, 
and that that is an extravagant sum to insure. Their 
net rental (part being retained in the owner's use) 
exceeds 2,300/. a year. In this case, which is per- 
haps a fair example of the extreme in the direction of 
valuable modern erections, the insurable value is 
about 8£ years' net rental. The other extreme (of 
which, however, I have not examined any actual 
examples,) would be of wooden houses and other 
wooden erections, themselves in the best condition, 
but in situations where the site was of no value. Such 
would be destructible in their whole value, and their 
insurable value would probably be nearly the whole 
selling value of the freehold, — at the outside twelve 
years' purchase. It is probable that houses and build- 
ings throughout England and Wales approximate 
rather to the better than the worse extreme ; and it is 
probably far too high an estimate to take ten years' 
net rental as representing the destructible or insur- 
able portion of the value of all houses and buildings, 
one with another.* 

There is no better evidence of the true annual 
value of houses than their assessment to the property 
tax made on their rack-rental, which is not likely to 
be concealed by the occupiers, but which is a sum far 
too high on the average to be made the ground of an 
appraiser's estimate of value. Taking the assessment 
to the property tax of all houses in England and Wales 
(see Comparative Table in 1) as giving their annual 
value, and taking ten years of this rack-rental as 
their insurable value, we have, for 1855, the last year 
to which our information extends, an assessment of 
43,628,978/. X 10=436,289,780/., as the total insur- 



* This estimate of ten years' rental as giving the insurable 
value of buildings, of which the freehold value may rise as high as 
30 or even 33 years' rental, is apparently confirmed by the estimate 
made, wholly on independent grounds, by those who advocate the 
adoption of the practice of "average "insurance — who calculate 
that if persons were compelled to insure in one sum both the inde- 
structible and the destructible value of buildings, the insurance 
would be profitably effected at one-third of the present premiums ; 
a calculation which manifestly assumes the destructible value to 
be about one- third of the total value. 
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able value of house property in England and Wales. 
This 436 millions is, probably, to be objected to as 
an extravagant estimate of the destructible value of 
houses and buildings in England and Wales, but to 
make cavil impossible, and to allow beyond all reason 
for exempted property for unoccupied buildings and for 
the under estimate of some that are occupied by their 
owners, if we take fifteen years' purchase of the rack 
rental shown in the property tax assessments, we should 
have 654 millions as the insurable value of house 
property in England and Wales in the year 1855. 

This property is the great object of fire insurance, 
compared with which all others are unimportant. 
This is the value, if any, upon which the tax must 
chiefly operate to prevent fire insurance; and this 
again is the value upon which, if th$ tax is to be 
abolished or reduced, the great increase of insurance 
prophesied by the advocates of the change is to take 
place. 

The second great object of fire insurance, in —household 
respect of the total value at any time exposed to 8tufe » 
destruction by fire, is household furniture, utensils, 
wearing apparel, ornaments, and such objects as com- 
monly constitute the contents of dwelling-houses. 
This too is a class of property of which the insurable 
value is relatively on the decrease, not like houses, 
from their improved construction and diminishing 
destructibility, but from a nearly opposite cause, the 
diminished weight, substance, magnificence, and cost- 
liness of household furniture, plate, ornament, apparel, 
and generally of all household stuffs. 

All the contents of buildings are, as to insurance, to 
a great extent identified with the buildings themselves : 
where the buildings are by construction protected 
from fire, their contents are in nearly equal degree 
protected; where the building is of hazardous cha- 
racter, the contents partake of the hazard ; and in all 
cases the contents of buildings are insurable at rates 
determined by the safe or hazardous character of the 
-buildings themselves ; and where a building is unin- 
surable, its contents are also uninsurable. 

There is no accessible authentic information as to 
the value of property of this class ; it varies greatly 
in all classes of houses, in all ranks of life. The best 
information I have been able to obtain is from officers 
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of Insurance Companies, who generally have two ex- 
cellent sources of information ; first, the estimate of 
the owners of the property themselves who take out 
policies ; secondly, the valuation of the surveyors of 
the companies on occasions of actual loss by fire. 

It appears that the occupiers of six-roomed houses, 
the rents varying from about 30/. to 40/. a year, 
are commonly fully insured at from 100/. to 150/., 
namely, at a sum usually more than three times and 
less than four times their rent. 

In eight to ten roomed houses, rent from about 
50/. to 60/., the insurance varies more widely, com- 
monly from 150/. to 300/., namely, from three times 
to five times the rent, but more commonly in the 
lesser proportion. 

In houses of the higher class the variation is still 
greater, many of them containing objects of very 
considerable value. A still greater proportion, how- 
ever, are comparatively poorly furnished, but on the 
whole the average is not thought to differ greatly 
from that of the preceding class, namely, from three 
times to five times the rent. As to this class of pro- 
perty, it is found that a very large portion is rather 
over than under insured, partly because of the over- 
estimate that owners are apt to make of the value of 
works of art and objects of taste or fancy, partly 
from the habit of continuing insurances once begun, 
without reduction for the wear and tear and deteriora- 
tion in fashion. 

On the whole, it would appear to be safe to assume 
a mean of the insurable value of the contents of 
dwelling-houses at about four times the rental, and 
that it would be to adopt quite the extreme value of 
exceptional classes to take it at five times the rental. 
This (taking the assessment of the rental of houses 
to the property tax in 1855, as before, say at 44 
millions sterling) at four years, makes the insurable 
value 1 76 millions, at five years' rental, 220 millions 
sterling. 

It must be remarked here that although, after 
houses and buildings, this class of furniture and 
household stuff constitutes by its destructibility and 
its value the most important object of insurance, it 
is in fact the class of property the insurance of which 
is in practice the most neglected. 
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The object of insurance last in importance in —stock of 
amount of value, but in actual practice the most pr ^^f rs 
completely insured of all, is the destructible stock of 
producers and traders. Remarks have before been 
made (4) on the great proportion of this which is inde- 
structible by fire, or being destructible is, by the mode 
in which it is stored or kept, inaccessible to damage 
by fire. 

This class of property on the whole, and estimated 
in long periods, as by entire years, increases rapidly, 
but the insurable value at any one moment 01 time 
is, on the contrary, rapidly diminishing, by every 
improvement in the practices of business, in the 
accessibility of markets, both for raw material and 
for the elaborated products, by which improvements 
the transfer of commodities in all stages of produc- 
tion and distribution is made more and more rapid. 
With every such improvement the value of stock 
kept on hand is diminished, and with a diminished 
stock a greater aggregate trade is done.* 

Most of the phenomena of increasing production 
and commerce in the last half century have very 
mainly consisted in this change or have resulted in it, 
and to this extent the insurable value of stock in 
trade on hand at any time, has diminished, while the 
aggregate of the production, commerce, and con- 
sumption of each year has increased. 

The remarks made on household stuffs as to the 
effect on their insurable character of the buildings in 
which they are contained, apply also to every kind of 
stock in trade which is itself not peculiarly liable to 
combustion or explosion ; but many commodities are 
of themselves of so hazardous a character as to be 
uninsurable in buildings which are perfectly safe. 
The aggregate value, however, of such commodities 
is not relatively a large one. 

No satisfactory means exist for ascertaining the 
insurable value of this kind of property. The com- 
mon estimates of its amount in hand at any one time 

are plainly exaggerated. Some remarks have been 



* I am informed by an eminent wholesale grocer, that within 
his own personal experience, npt a very long one, the ordinary 
stocks of his country customers have, from these causes, dimi- 
nished from an average of about three months 9 stock to an 
average of between three weeks and a fortnight. 
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made before (4) upon the subject of the stocks usu- 
ally in hand at any one time, the maximum of which 
at any one time during any year is the limit of the 
amount that should be insured in that year. 

It is certain that all the stocks for our home con- 
sumption do not as a rule exceed that consumption. 
If we were to assume that the ordinary consumption 
by every family of all articles of trade equalled five 
times their house rent (which would, according to all 
approved estimates, be an exaggeration,) we should 
have for our annual home consumption, on the same 
estimate of rental as before, 220 millions sterling, 
as the retail or consumer's price, including duties and 
profits on the commodities which, to a great extent, 
do not enter into their insurable value. Allowing all 
this sum, without deduction for agricultural produce 
(of which a full year's stock is once a year on hand, 
but which does not come under this discussion), and 
assuming (which would again be an exaggeration) 
that on the average of all these other trades there is 
commonly a stock on hand for full three months' con- 
sumption, and that all this stock is destructible by fire 
and proper for insurance, we should have (44 mil- 
lions X 5 -T- 4) 55 millions sterling as the insurable 
value of stock on hand at any one time in these 
home trades. If for foreign trades we were to add as 
much again for stock in hand of a combustible kind, 
we should have 110 millions sterling as insurable value 
of combustible stock in trade, omitting agricultural 
stock. 

But inasmuch as the houses, shops, warehouses, 
and buildings in which these stocks for the most 
part are kept, have been included in the previous 
estimate, and under the head of stuffs, an allowance 
has been made of five times the rental of all these 
buildings, it is probable that the full value of all 
these stocks at any one time on hand has been 
already allowed for under that head. It is true that 
the stocks of many manufacturers and some traders 
may exceed five times their rental ; but the vast 
majority of the, stocks of all arts, manufactures, and 
trades throughout the country, probably fall quite 
as much below that estimate. Being then already 
amply allowed for, nothing is to be added to the fore- 
going estimates, for stock in manufacture and trade, j 
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There remains for consideration the tools, imple- —tools, im- 
ments, and machines of all trades (omitting the plements,and 
agricultural as not subject to the duty), most of machinery; 
which are of a more durable character and some of 
which are of a higher value than the stock in hand 
of the same trades. Most of these, however, are not 
of a value to require an addition to the allowance 
already made of five years' rental for the contents of 
the houses and buildings in which they are contained. 
But, on the other hand, the complicated, delicate, 
and costly machinery of some of our great textile 
and some other manufactures very greatly exceed that 

Eroportion. Whether the excess in these cases is 
alanced by the defect in others, it is not possible, 
with our present information, to determine ; and it is 
quite probable that it may be necssary to add some 
considerable sum to the estimate on this account. In 
like manner, it is, perhaps, necessary to add some —shipping; 
considerable sum for shipping and craft, the risks of 
which from fire are not covered by their Marine 
Insurance. 

Thus we have an apparently liberal conjectural esti- — recapitu- 
mate as the value insurable against loss by fire, lation. 

For houses and buildings - - £654,000,000. 

;; Sn 0l t d ^c &c - : } "m*^ 

Total - - - £874,000,000. 

Addition to be made as stated 

for machinery not included Qucere f 

Addition for ships and craft 

not covered by Marine 

Insurances ... Qucere f 

When it is considered that this sum gives for every 
person, man, woman, and child, rich or poor, inde- 
pendent or pauper, a proportion of property destruc- 
tible by fire, and an object of fire insurance, of the 
value of 46/., it must be apparent that it cannot be 
very much under the truth. In the year 1855, it is 
not probable that the amount of property insurable 
against fire very greatly exceeded the above amount* 
On the other hand, it can never be reasonably expected 
that all the property liable to destruction by fire should 
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be insured. It is a prudent and well calculated practice 
of persons of large and widely dispersed properties of 
a safe character, to be their own insurers, instead of 
paying a premium to a company which is based on 
an experience of losses, of which perhaps one half are 
fraudulent, and half of which premium again is 
absorbed in the expenses and the profits of the com- 
pany* Twenty-five per cent, of the premium of fire 
insurance, laid by or invested, is to all persons so 
situated an ample self-insurance, by which they save 
three times; as much in premium, and on common 
risks eight times as much in duty. Again there is a 
class of property so hazardous as to be uninsurable, 
or only insurable at such premiums as to make 
self-insurance preferable. Again there is, and will 
doubtless always be, ignorant, reckless, improvident, 
and needy people, whom no price would tempt to 
insure against danger so remote as loss by fire, a 
danger the natural chance of which is not so great as 
one to 6,000. These together will always constitute 
not inconsiderable grounds of deduction from the 
total amount of property which at any time might be 
speculatively described as insurable, and will always 
reduce the amount of the actual insurances effected 
below that of the possibly insurable property. 

Taking into view all these considerations, it will 
not appear probable that in the year 1855 there 
was much room for an increase of fire insurance. 
The amount actually insured, and on which duty was 
paid in that year, was 785 millions ; not eleven per 
cent, less than the above estimate of the insurable 
value of property in England and Wales, and amount- 
ing to 18£ times the rack-rental of all the inhabited and 
occupied houses and buildings assessed to the pro- 
perty tax, and giving a value in combustible property 
equal to 41/. 7$* 9 for every man, woman, and child 
in the country. On the contrary, it must appear 
that the limit of possible insurance must in that year 
have been nearly reached. 

It will be observed, that in the preceding remarks, 
the value of farming stock insured in the year 1855, 
is, as being exempt from the duty, wholly left out of 
the consideration on both sides of the estimates. It 
amounted in that year to nearly 59 millions sterling, 
and swelled the total value of property insured to 
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884 millions, making the total value of insured 
property 19f times the assessed rack-rental of all 
occupied houses and buildings, and giving 46/. 10s. 6rf. 
as the average of insured combustible property for 
every person in England and Wales, man, woman, 
and child, rich, poor, pauper, or beggar. 

(9.) Judging from the progress of insurance under Effects 
this tax, there also seem to be small grounds for the of fiscal 
assertion that it has prevented insurance : and the ? han g ea upon 
• rate of this progress seems again to afford indication insurance ' 
that fire insurance has, for a long time past, kept 
just pace with the increase of insurable property. 

As before remarked (2), we have no trustworthy 
evidence of the value of property insured against loss 
by fire at any period before 1782. In that year a 
per-centage duty of Is. 6d. per 100/. was introduced, 
in addition to the highest stamp duties on the policy 
that had ever been imposed. During the next five 
years a very active City opposition was carried on 
against the stamp duty, which was, as a consequence 
of this agitation, reduced in 1787- Perhaps this may 
be a cause of a constant and a very considerable 
reduction of the amount insured, and a proportionate 
sinking of the revenue, which took place during these 
five years. 

In the year 1782-3, the value of property insured 
was 173 millions sterling. It is very probable that 
the expected increase of taxation, or whatever causes 
operated during the succeeding five years to reduce 
this amount, had already a like effect before the new 
duty came into force, and during the first year of its 
operation. Perhaps, it may be reasonably assumed, 
that before this year the property insured may have 
been of the value of 200 millions sterling. On this 
assumption, and putting out of view as not worthy of 
consideration, the amount of Fire Insurance, if any, 
existing before 1694, the value of the property pro- 
tected by fire insurance had, in the eighty-eight ^y ears 
from 1694 to 1782 (while the tax was only a stamp 
duty, paid once for all on the first taking out of a 
policy,) increased at the average annual rate of rather 
more than 2\ millions sterling. 

From 1782, when this per-centage duty of Is. 6rf. 
was imposed, till the year 1787, the property insured 

c 
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diminished from 173 to 137 millions— a rate of de- 
crease exceeding seven millions a year. Some, but ' 
probably not a very considerable part of this reduc- 
tion, is attributable to the exemption from the duty 
of insurances on foreign property in the year 1786. 
In this period there was apparent ground for the con- 
clusion, that the amount of insurance was diminished 
by the burden of the taxation. 

In 1 787 the duty was raised 33 per cent., to 2s. per 
100/. insured. The stamp duties on the policy were 
concurrently 3s. and 6s. The value of the property • 
insured diminished still further, to 101 millions, the 
lowest amount ever insured in the whole period of time 
as to which we have any information. But an increase 
began next year, and proceeded regularly, the property 
insured reaching, in 1797, the sum of 136 millions, 
the highest amount as yet recorded. While the duty 
remained at 2s., from 1787 to 1805, the property 
insured increased from 101 millions to 238 millions — 
137 millions in seventeen years — an average rate of 
increase exceeding 8 millions a year. 

In 1804 the duty was raised a further 25 percent., 
to 2s. 6d. per 100/. insured. The stamp duties on 
the policy were concurrently reduced to Is. On this 
occasion there was no diminution of insurance, nor 
even any interruption of its previous rate of increase. 
In the eleven years, from 1804 to 1815, while the 
duty was 2s. 6d. per 100/., the property insured 
increased from 238 to 389 millions — 151 millions in 
eleven years — an average rate of increase exceeding 
13^ millions a year. 

In 1815 the duty was raised a further 20 per cent, 
to 3s. per 100/. It is not quite clear whether there 
was or was not, on this occasion, a temporary diminu- 
tion in the amount of property insured. In the two 
years 1813 and 1814, before the increase of duty 
came into effect, the duty returned had fluctuated 
greatly, the year 1814 showing a diminution from 
362 millions to 329, above thirty-two millions, with- 
out any change of the rate of taxation or any other 
apparent cause of such a fall. It is probable, there- 
fore, that the receipts of 1815 on 389 millions, was 
a difference in account only, making up for a like 
difference on the other side in 1814. Averaging 
these two years, we have 360 millions, which is in 
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the rate of progress of the preceding years ; and, on 
this view, in the year 1816, the first year of the 
increased duty, there was an uninterrupted increase 
also in the property insured, viz., from 360 to 384 
millions. If the other view be taken, that the sum 
of 389 millions, returned for 1815, was the amount 
actually insured in that year, there would appear to 
be a fall in the next year to 384 millions, — a fall of 5 
millions, or of nearly 2 per cent. However this may 
be, the increase in the amount of property insured, 
from 1815 to 1856, while this duty has remained 
unchanged at 3$., has been steady in a very remark- 
able degree, — not even interrupted and scarcely dis- 
turbed by the exemption, in 1833, of farming stock. 
From 384 millions it has, in forty-one years, increased 
to 864 millions (the inclusion of farming stock is 
necessary in this comparison), a rate of increase of 
about 1 If millions a year. 
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The following table displa)*s the rate of progress, in periods 
and in average years : — 





Per- 
centage 
Duty. 


Average 
Annual 
Value of 
Property 
insured. 


Progress in 
Periods. 


Rate of Annual 
Increase; 


Or Decrease. 


T1694 1 
88 years •{ to > 

1 1782 J 


None. 


- 


200 (?) Millions 
increase. 


2 j(?) Millions. 


— 


f 1782-3") 
5 years < to V 
t 1787 J 


At Is. 6d. 


147 Millions. 


36 (?) Millions 
decrease. 


- 


7 (?) Millions. 


f 1788 ] 

17 years <{ to } 

11804 J 


„ 2s. Od. 


163 


15 Millions 
increase. 


TTF »♦ 


— 


T1805 1 
11 years <{ to y 
11815 J 


„ 2*. 6<f. 


316 


11 „ 


16 


— 


ri8i6 i 

6 years •< to > 
1 1821 J 


„ 3*. Od. 


388 „ 


72 


12 


— 


f 1822 "J 
.5 years < to > 
1 1826 J 


n n 


415 


27 


H 


— 


f 1827 *) 
S years* to y 
11831 J 


tt n 


467 „ 


52 


10J 




(* 1832 ] 
5 years <J to V 
(.1836* J 


• 
it n 


514 „* 


47 „• 


9* „• 


i 


f 1837 "J 

* years < to y 

I 1S41 J 


»♦ w 


596 „ 


82 „ 


16§ \„ 


— 


f 1842 1 

$ years*! to >- 

1 1846 J 


f» »> 


673 


77 „ 


15§ 


— 


f 1847 1 
~«5years< to y 
1.1851 J 


»» » 


724 


51 


10* 


* 
i 


J" 1852 "I 

5 years < to y 

1 1856 J 


f» » 


816 „ 


92 


18* 


— 






SUM] 


MARY. 




# 


T1694 *] 

162 years <J to I 

1 1856 J 


None I 
to \ 
3*. J 


- 


864 Millions. 


5* Millions. 


■■ 
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• Farm stock exempt for three years. 
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From these facts the following deductions appear 
svitable : — 

1. — That before this tax was laid on fire insur- 
ance, and while the practice of insurance 
was forming, and while it might have been 
expected to make the most rapid com- 
parative progress, starting from zero, the 
concurrent progress of the wealth of the 
country being so far without a parallel in 
our history, the actual rate of progress of 
the practice was the least. Unfettered by 
this duty, the rate of progress in the insur- 
ance of property from loss by fire did cer- 
tainly not reach the amount of 3 millions a 
year. 
2. — That at the intermediate rates of this duty, 
from Is. 6d. to 2s. 6rf., the rate of increase of 
the practice of fire insurance was compara- 
tively rapid ; the property insured rising 
in the thirty-three years after 1782 from 
173 to 360 millions, at an average annual 
rate of increase of 5f millions. 
3. — That in the forty years during which this 
duty has been at its highest, the rate of 
increase in the amount of property insured 
has also been the greatest, namely, from 
384 to 864 millions, an average annual rate 
of increase of llf millions. 
4.— That at the present time, judging by the 
regular progress of the last five years, the 
rate of progress is the highest of which we 
have any record, being at an average annual 
rate of increase of 18f millions. 
It is not, of course, to be inferred from these facts 
at increase of taxation has actually operated to in- 
Base insurance. All that is to be inferred from them 
that the causes which have led to the increase of 
surance were not so operative before this tax was 
iposed as they have been since, and that this tax 
nnot be shown to have impeded the operation of 
ese causes in the manner that is assumed by those 
10 propose to abolish or reduce the tax, on the 
leged ground that it is a grave obstacle to the 
udent practice of insurance. 
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Effects on (10.) Though it cannot be denied that the practice 
insurance of f fire insurance has increased rapidly in spite of 
relief from i ncrease( i taxation, it may still be asserted, and it is 

tacitly assumed, by those who urge the abolition or 
reduction of the tax on the ground that it prevents 
insurance, that, but for the repressive operation of 
this tax, the rate of progress would have been still 
more rapid. It is not kno^n on what facts this 
assumption is founded ; but there are facts that appear 
to make it in some degree questionable whether any 
greater increase would have taken place if the tax 
had not existed, and that appear to be nearly decisive 
against the opinion that the difference would have 
lien very considerable. 

No representations now made as to the oppressive 
- character of this duty, of its mischief as a tax on 
prudence, as an obstacle to insurance, nor as to the 
certainty of a remission of the tax being followed by 
a great increase of insurance, are stronger, or appear 
to be better grounded than those which were made 
while the duty applied to farming stock, and upon 
the strength of which representations both the duty 
of 3s. per 100/,, and the duty of Is. on the policy, 
"were, in the year 1833, wholly abrogated as regards 
agricultural produce, farming stock (live or dead), 
and implements and utensils of husbandry. Here 
we had, before 1 833, the whole duty in operation, 
and from that year a total exemption. Nothing could 
more certainly or fairly test the opposed effects of 
taxation, and of total exemption from taxation, than 
this experiment. The real results of the experiment 
appear to be that the tax had no effect in preventing 
insurance, and that its abrogation has had no effect 
in increasing insurance. 

We have no exact information as to the value of 
property insured under the denomination of Farming 
Stock before the year 1833-1834. But its amount 
may be inferred from the difference in the amount of 
all the property insured subject to the tax before 
that year, and the amount that remained subject to 
the tax after farming stock was withdrawn in that 
year. The difference is apparently the amount of 
farming stock insured, subject to the duty before that 
year. 
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In the year immediately preceding the exemption 
of farming stock, the value of all property insured 
had, by steady increase, averaging 10£ millions an- 
nually for the 10 years preceding, reached the sum 
of 503 millions. Proceeding at the same rate, the 
values insured in 1833 and 1834 should have been 
respectively in — 

1833 - - - 5 14| millions. 

1834 - - - 525 „ 

But in these years the value of property insured 
subject to the tax in fact fell in 1833, while the 
exemption only operated during six months, some- 
what below that of the previous year, and in 1834, 
when the whole effect of the year's exemption took 
place, it fell above 20 millions, viz. — 

in 1833 to - - 503 millions, 
in 1834 to - - 483 „ 
in other words, in these years 1833 and 1834, the 
amount of property insured subject to the tax was 
less by 36f millions than the amount which at the 
previous rate of increase would have been insured. 
This would appear to give the probable amount of 
the value of the property withdrawn from taxation in 
those years. 

Now the returns of the farming stock insured 
exempted from the tax appear to correspond so 
exactly with the reduction of duty, as to confirm this 
calculation in a remarkable manner. The value of 
farming stock returned as insured in 1834 was 37 
millions, but one quarter of a million more than the 
amount which had disappeared in the same year from 
the property subject to the duty. It appears then 
to be probable, that notwithstanding all the prophecies 
of an immense increase of insurance to follow the 
exemption, the actual increase of the first year was 
not very considerable. 

But the subsequent effects of the exemption are 
not in any degree matter of conjectural estimate, they 
are clear and decisive beyond controversy. 

Commencing with the first year in which we have 
exact information of the value of farming stock 
insured, in 1834, it was 37£ millions sterling; in 1856 
it has risen to 62+ millions, a rise in 22 years of 
&7\ per cent. This is the rate of increase of a 
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species of property favoured with a total exemption 
of duty. 

Now, comparing this increase of insurance with that 
of property which during all this same time has 
remained subjected to the full duty, we find this latter 
property, in 1834, to be 483^ millions, in 1856 to be 
802^ millions, increased in the same 22 years by 65$ 
per cent. The result of the comparison is that the 
exempted property has, in 22 years, increased 1^ per 
cent, more than the property which has all that time 
remained subject to the tax. 

If the effects of an absolute exemption of farming 
stock for 22 years may be used as an experimental 
evidence of the practical effects of such exemption 
upon the practice of insurance, then we may calculate 
that if the duty had been wholly abolished in 1833 
upon the property which has remained subject to 
it, the value of the property insured in 1856 would 
have been 1-f^ per cent, greater than the amount 
actually insured ; in other words; 813,800,036^. 
sterling instead of the actual value, 802,574,000/. 

It can scarcely be said that farming stock is sub- 
ject to any peculiarities which account for this 
result. The natural influences which brought the 
value insured up to thirty-seven millions in 1834 
have not ceased, and besides the factitious stimulus of 
a complete exemption of duty, which its opponents 
describe as a very heavy one, and as a great discou- 
ragement to the insurance remaining subject to it, 
other powerful influences have operated to stimulate 
the insurance of agricultural property during this 
period which have not applied to any of the property 
remaining subject to the duty. The exemption itself 
was obtained under circumstances which had for some 
years past irresistibly compelled the attention of 
agriculturists to the protection afforded to them by fire 
insurance. Agrarian incendiarism, remembered as the 
" Swing fires," had prevailed for three or four years 
very extensively in the southern counties, and suffi- 
- ciently in other parts of the country to spread alarm 
universally, and at the same time that terror com- 
pelled the farmers to insure their property, had raised 
the cost of insurance in the counties where this incen- 
diarism prevailed to two, three, or four times the 
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former rates. To relieve the farmer from the hard- 
ship to which he was peculiarly exposed, as well as to 
frustrate the object of the incendiary, which was to 
terrify, not insurance companies, but farmers, land- 
lords, and the rural population, the exemption of 
farming property from both the duties on fire insurance 
was granted. It was quite impossible for any farmer 
to be ignorant of the facts, or uninformed as to the 
extent of the peculiar benefit to him of the remission 
of duty, or of the value of the protection involved in 
the practice of fire insurance ; and occasional reports 
of incendiarism, raised truly or falsely from time to 
time, have never ceased to recall these benefits in a 
peculiar manner to the farmers' minds. But imme- 
diately after the exemption was granted, and indeed 
in many cases in anticipation of it, another active 
stimulus was applied to farmers in the addresses of 
county members, and in the remarks especially of 
the provincial press, pointing out to them the value 
of the privilege they had obtained. Numerous agents 
of insurance companies were appointed in county and 
market towns, expressly to take advantage of the 
new field of business supposed to be opened. The 
insurance companies universally entered upon a 
losing competition, reducing their rates of premium 
on agricultural insurances from 5s. to 1*. 9^., that is, 
by about two-thirds of their previous amount, from . 
which reduction they have been obliged, by the losses 
they have incurred, to return at length (in 1856) 
to a minimum rate of 4s., having in the meantime 
stimulated agricultural insurance at the cost or by 
sacrifice of the profits of all other insurances, by an 
artificial bounty in the shape of a reduction of pre- 
miums below the fair cost price of insurance by from 
sixty-six to fifty-six per cent. Above all, as a per- 
manent cause of increase of agricultural insurance, 
there has been a great improvement in the processes of 
agriculture, in the adoption of valuable implements of 
husbandry, and in the weight and value of crops, — 
improvements in value of agricultural stock which 
very much exceed those of the majority of the other 
trades of the country in the same period of time. 
All these influences have been at least as favourable 
to the increase of the amount of insurance of farming 
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stock as any that have affected the other insurable 
property of the country, and some of the most influ- 
ential and all the factitious stimulus has operated on 
it exclusively ; and perhaps, bearing in mind the 
various causes which from year to year diminish the 
destructible or insurable value of houses and build- 
ings, and the stocks kept on hand in all other busi- 
nesses of production and trade, while agriculture is 
the single business in which the stock in hand at 
some time in the year has almost universally in- 
creased, these considerations may seem to be of 
themselves more than sufficient to account for the 
increase in twenty-two years of 1-^ per cent, in the 
value of farming stock insured beyond the rate of 
increase of insurance on all other property. 

It must at all events be allowed that the absolute 
exemption of farming stock from this duty for twenty- 
two years is an experiment which is of more decisive 
value than any mere speculation as to the probable 
effects of remission or exemption of other property 
from this duty. 
Comparative Here an important fact is deserving of obser- 
jffects of vation, namely, that the recent, present and rapid 
r ^f E? ° n increase of insurance is due in a vastly greater degree 
jmption. t° the taxed than to the exempted property. Since 

the artificial stimulus offered to agricultural insur- 
. ance by the alarm caused by " Swing " fires, and espe- 
cially by the destructive competition of the insurance 
companies, has been diminished or withdrawn, the 
rate of increase during the last five years, more rapid 
than any during the whole history of fire insurance, 
18§- millions a year, is wholly due to the taxed pro- 
perty. The insurance of farming stock after the 
rise effected in the first 12 years of its exemption 
made gradually a less ancl less proportionate progress 
as compared with all other property bearing the full 
burden of both duties, and it is now remaining sta- 
tionary, or rather slightly retrograding — seeming thus 
to prove that even the apparent gain of 1 -fa per cent, 
achieved during the earlier years of the exemption, 
was wholly factitious and illusory, and is rapidly in 
course of being lost under the influence of more 
normal circumstances. 
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Comparison of the Progress of the Insurance of Property respectively s 

ject to Duties, and exempt from Duties. 
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(11.) An analogy is much insisted on by those Recovery 
who advocate a reduction of the duty on fire insurance, re ^ enu . e a 
which, from its very general admission, requires taxation 1 
examination. 

The reduction of heavy duties has very commonly 
been followed by so great an increase in the consump- 
tion of the commodities taxed, as to replace the 
revenue produced by the higher duty. 

From this kind of experience, it is inferred that a 
reduction of the duty of 200 per cent, on fire in- 
surance would remove a great discouragement to 
insurance, and, it is expected, would replace the pre- 
sent revenue, and some even are so confident as to 
anticipate a great increase of revenue, if the remission 
of the tax be only carried far enough. Some advise a 
reduction of the duty to one-half, a Is. 6d. duty ; 
being, as they state it, a cent, per cent. tax. It ap- 
pears to be a still more prevalent opinion that a, Is. duty 
would be the greatest encouragement to insurance 
that is compatible with the retention of the present 
revenue ; but there are some persons who advocate a 
6rf. duty as likely to be most beneficial, at the same 
time, in encouraging insurance, and in producing 
revenue. 
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All these views are tinctured by the exaggeration 
already referred to (6), the representation that the 
present duty is a duty of 200 per cent. 

They all assume that a great amount of insurance 
is discouraged by this tax, and appear to make no 
account of the fact that the great mass of the insur- 
ance is now effected at that very rate which they 
describe as preventing insurance, that the whole of 
the existing mass of insurance is effected at the 
average rate of 100 per cent, duty on the premium, 
and that, the amount of property already insured 
subject to duty exceeds, say, the amount of 18 years' 
purchase of the rack-rental of all the occupied houses 
and buildings in England and Wales, already exceeds 
considerably the value of 40/. sterling of destructible 
insurable property for every man, woman, and child 
of our whole population. They all assume that the 
possible increase of insurance is indefinite, and that it 
may in fact be increased indefinitely, in proportion to 
the reduction of duty. 

But, in truth, there is no financial analogy in the 
instances of reduced duty referred to in this argument 
and the reduction now advocated in the duty on 
fire insurance. 

In the first place, all the duties which have sensibly 
diminished the production, acquisition, or consumption 
of any objects have borne a considerable proportion 
to the value of those objects. A duty of 200 per cent, 
that trebled the price of a pound of tea or sugar, 
would manifestly make the pound of tea or sugar less 
possible of attainment to a large class of people. So 
a duty that trebled the price of timber, brick, tile, 
window glass, other building material, and the site 
of a house, would make a house at least three times 
as difficult of production and acquisition, and doubt- 
less reduce the quality and quantity of house-room 
occupied by all classes. So of all other duties which 
considerably affect the cost of objects to the con- 
sumers, the remission of such duties will generally 
facilitate consumption of the objects until the point 
is reached at which the natural cost price constitutes 
the only further obstacle to the consumption. 

But all this fails in applicability to such a duty as 
that on fire insurance. The thing desired is not the 
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policy of insurance, the cost of which is Is. 6d., on 
which the duty of 3s. is so high. The thing desired is 
the house itself, the furniture, the clothing, and their 
preservation, the value of which is the 100/. sterling, 
and on which the dutv, as its utmost extreme is but 
a 666th part of the value. If this duty did enter into 
the cost of these objects, it would not be sufficiently 
sensible to affect their acquisition and consumption. 
It will scarcely be affirmed that the duty has in fact 
caused one house the less to be erected, one table or 
coat the less to be made, purchased, or worn. 

If this duty does not affect the production and 
acquisition of insurable property, it wholly fails in 
analogy with those other duties referred to, which 
have prevented the production and consumption of 
the objects to which they attached. 

We are certainly bound to admit that the cost of • 
insurance of stock in trade, including this duty, adds 
to the price, and falls on the consumer; but the 
amount of the enhancement of the price in no object 
of common consumption amounting to one 8,000th 
part of the value, being wholly inappreciable in all 
single transactions, and rarely appreciable in a year's 
consumption, must plainly be without sensible effect 
on consumption, as its entire remission would also be. 

If the remission of the insurance duty, 3s. in the — assumed 
100/. insured, would not encourage the multiplica- value of 
tion, acquisition, use, and consumption of houses, ^ opei S r 
furniture, apparel, stock in trade, &c, then the butunin- 
increase of insurance prognosticated must necessarily 
take place on the destructible property otherwise 
existing, and supposed to be now excluded from the 
benefit of insurance by the present pressure of this 
tax. We have seen reason to believe that the bulk 
of destructible and insurable property is in fact 
already insured (8); but supposing for the sake of 
illustration, that it is not so, it remains to see what 
is the value of combustible property which these 
prophecies assume to be the proper existing object 
of insurance, and now deprived of that benefit by 
the repressive operation of this duty. 

If a Is. 6d. duty would replace the present revenue, 
the advocates of the reduction assume that, instead of 
802^ millions sterling value of destructible property 



48 

now insured subject to duty, 1, 605 millions (exclu- 
sively of all fanning stock, ) are insurable, and would, 
but for this duty, now be insured, which is equal to 
about forty years' purchase of the rack-rental of all 
the occupied houses and buildings in England and 
Wales, and would give for every man, woman, and 
child in the country, besides all agricultural stock, 
above 82/. sterling value in property destructible by 
fire. 

If a 1*. duty would replace the present revenue, 
then we must assume the existence, exclusively of 
agricultural stock, of 2,407 millions sterling of de- 
structible and insurable values, equal to about sixty 
years' purchase of the rack-rental of all occupied 
houses and buildings, and giving, in addition to all 
agricultural stock, an average of 143/. sterling value 
• of destructible property for every man, woman, and 
child in the country. 

If a 6d. duty would replace the present revenue, 
the assumption must be of 4,815 millions sterling of 
destructible insurable property, in addition to all 
farm stock, equal to about 1 20 years' purchase of the 
rack-rental of all occupied houses and buildings, and 
above 246/. sterling value of combustible property, 
in addition to all farm stock, for every man, woman, 
and child in England and Wales. 

It can scarcely be supposed that those who pro- 
mise such effects to ensue from a reduction of the 
duty can have examined those necessary assumptions 
on which their conclusions must be grounded ; but it 
is incumbent on them either to support these assump- 
tions or to abandon their prognostications. 
""*^j*^ - One further remark only appears to be necessary 
taxation under this head — that the replacement of revenue 
distinct from promised as the effect of a reduction of duty must 
those of in- no t be confounded (as is sometimes done in this part 
®*j|J*f* of the discussion) with the increase of revenue arising 
pKV * PW, ' J " from the natural increase of property. Between 1822 

and 1856, the revenue, at a duty of 3s. has doubled. 
Doubtless if in the year 1822, the duty had been 
reduced from 3s. to Is. 6rf., the revenue in 1856 would 
have again become equal to that of 1821. Probably 
the next 34 years may again double the produce of 
this duty, and would, with a duty of Is. orf., replace 



49 

the present revenue ; but this is obviously a wholly 
different result from that promised by the advocates 
of the reduction, in no way connected with their 
views of the repressive operation of the present duty, 
or the encouragement which its remission would give 
to the practice of insurance. 

(12.) An alteration of the duty on fire insurance Recommen- 
has been proposed, which involves also an adoption of DATI03 * of 
a change in the practice itself of fire insurance, and "a^erage^ 
the advocates of this change recommend, as the pre- insurance 5- 
ferable course, that this change of practice should be 
made compulsory by the law. 

The change recommended consists in the adoption 
of the practice universally of insurance " on average," 
in exclusion of the practice which is now general in 
the United Kingdom of insurance " in gross." 

The prevailing practice of fire insurance, " insur- — insurance 
ance in gross/' is this: — The owner of property con- " m g rofi8 > • 
siders what part of his property is destructible by 
fire, what part is not so, and what is the certain or ♦ 
probable salvage in case of fire. He determines for 
himself what is the value which it is prudent to insure ; 
he insures that, and does not insure the rest. He 
pays a premium on the sum he insures, and he is 
entitled, on an occurrence of a loss by fire, to all the 
value destroyed up to the extreme amount which he 
has insured. This is, in the United Kingdom, the 
universal system of insurance where the property to 
be insured is commonly kept on the same premises, 
and not moved about from shed to shed, shop to 
shop, warehouse to warehouse, as many goods in 
various trades are. 

Of course, as under this plan none but destructible 
property is insured, the premium fixed by experience 
of the losses incurred under the system are the 
premiums of insurance of destructible property, and 
are proportionally higher than the premiums would 
be on a nugatory practice of pretending to insure in- 
destructible property ; but they are, most probably, 
only the just premiums ascertained by experiment 
under effectual competition as sufficient to insure 
destructible property. 

The practice of insurance "on average," recom insurance 

mended for adoption in preference, is this: — The "°nave- 

* rage; 
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person seeking to insure is not allowed to distinguish 
tor himself the destructible from the indes tructible 
portion of the property to be insured. Whatever sum 
ne insures is to apply equally to the indestructible as 
well as the destructible portion ; and the contract of 
insurance is to this effect, that in case of loss by fire 
he is entitled to be paid a sum which bears such a 
proportion to the whole loss actually incurred, as the 
sum insured bears to the total value of the property. 
If 100/. be insured, and a loss occurs of 100/., and 
it be then ascertained by valuation that the whole 
property was worth 300/., the owner receives not the 
100/. lost, but 33/. He is, in the usual words of the 
contract, a partner with the insurers himself for two- 
thirds of the risks, and they for the other one-third. 
It is only in case he insures the whole value inde- 
structible as well as destructible of his property, the 
whole 300/., that he is entitled to recover his whole 
loss. 

The owner on this plan always makes a blind 
• bargain. The valuation of his total property is not 
made till after the loss. The ohief term in the pro- 
portion by which his share in the partnership of loss 
is to be determined is never known till the loss has 
been actually incurred, and both the valuations of 
the entire property and of the loss have been made. 
Before these valuations neither the owner nor the 
insurer knows what sum the one insures and the 
other is insured for ; all that is certain is this, that 
the owner who does not insure the value of the 
indestructible part of the property can never, in any 
case, recover the whole of his actual loss, can only 
know that, whatever occurs, he must be a loser, and 
can never be covered for any loss, however large or 
however small. 

Of course, a contract of insurance which affects to 
insure what cannot be destroyed, and can never 
really become a ground of claim or payment, could, 
but for the cost of the paper on which such a con- 
tract is written, and of clerkship, and the costs^f the 
insurance establishment, and the cost of the valua- 
tion of the indestructible property, be undertaken for 
no premium at all ; and to the extent that any con- 
tract affects to cover indestructible property, as no 
benefit is conferred by it and no risk is incurred 
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under it, no risk ought to be charged for, and the 
owner should pay no premium, and the charge for 
paper, clerkage, establishment, and valuation are 
purely absurdities, which can only be approved by 
those who justify the receipt of pay for doing nothing 
at all. But when all these expenses about this vision- 
ary insurance have been paid, it is still possible that 
an insurance which, affecting to insure 300/., and which 
only involves a risk at the maximum of 100/., and in 
all lesser losses of a third only of the actual loss, may 
be effected for little more than one-third of the pre- 
mium necessary effectually to insure an actual 300/., 
and the actual loss incurred in all cases up to that 
amount. The cheapness of an "average insurance " 
is manifestly only delusive. The superfluous expenses 
about the indestructible portions of the property must 
make such a contract, in effect, a dear one. But, 
because under such a system, the premium may be 
made to appear low, without being so, it is supposed 
that a great many people might be deluded into the 
purchase of an illusory insurance, who cannot be 
induced to insure at premiums necessary to pay for 
actual and certain insurance. It is even proposed 
to make the system compulsory; to compel those 
who now only insure what they may lose, to insure 
also what they cannot lose, and it is prophesied that 
the amount of insurance will be proportionally in- 
creased, and the amount of the revenue, at a propor- 
tionately reduced rate of duty, shall not fall off. 

It is even said that abroad, where insurance on 
average prevails, the proportion of insurance greatly 
exceeds that of England ; but no satisfactory evidence 
of this fact is offered, though it is reasonable to sup- 
pose, that the apparent amount of insurance will be 
increased by all the amount of the indestructible 
property for which people are compelled, by this 
system, to seem to insure. 

It is not by mere accident, nor for want of light — experiem 
or experience, that the system of insurance in gross of "average 
has been adopted in England, where it is applicable, in En S lMld 
and insurance on average rejected in every case 
except when it is inevitable. Our first acquaintance 
with insurance was with Marine and Mercantile in- 
surance. The whole practice, law, and doctrine 
of iC average" was developed originally in appli- 
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cation to losses at sea, and to the proportionate shares 
of all owners of ship and cargo to such losses.* When 
insurers became substituted for these owners, and 
undertook to bear the latter harmless from their re- 
spective losses, — neither more nor less, — this principle 
or " average " was necessarily imported as a portion of 
the system of Marine insurance. The doctrine thus 
imported has never been abandoned, and we, of all 
countries, as the most nautical and mercantile, and thp 
most concerned in all forms of insurance, by necessity, 
have, since insurance by policy was first devised, had 

* The doctrine was matured and spread through the Mediterra- 
nean States at least as early as the time of the Rhodian Maritime 
Code, whence, through the Roman Law, into which it was incor- 
porated more than 2,000 years ago, it became a part of the Mer- 
cantile Law of every maritime country. See on this subject, and 
that of salvage at sea, the whole chapter Dc Lege Rhodia de Jactti, 
Dig. xiv. 2, the doctrines of which are literally reproduced in 
the very numerous decisions of our own Courts in cases raised at 
the same time when insurance was being introduced into England. 

This is Gravina's Summary of the Doctrine of Mercantile "aver- 
age " of the Rhodian Laws. — a Ex omnibus autcm Rhodiis legi- 
bus, hujus ad nos capitis Integra sen ten ti a pervenit, quo continetur, 
ut si ventorum vi, aut imbribus tempestas cooriatur, undo navis 
in periculo versetur, quo ut eximatur oporteat earn levare, atque 
jactura mcrcium exoneraro ; mercium projectarum domino damnum 
illad a dominis mercium conservatarum pro rata omnium, ipsomet 
etiam nauta contribuente, sarciatur : * * * * In rationem 
autem contributionis venit etiam portio ipsarum mercium jactarum: 
ut earum dominus tanto minus a ceteris exigat, quanto pro rata 
jactarum oneratur mercium. Quamobrem si duo singuli centum 
haberent in mercibus ; Cajus jactarum mercium dominus ducentum ; 
Cajus amissis mercibus auferet a singulis quinquaginta,et naufragio 
amittet altera centum : quoniam tantundem ille habebat in mer- 
cibus amissis, quantum illi duo in servatis. Unde sicuti portio 
Caji, quae erat ducentum, superabat portionem singulorum, quae 
erat centum : eadem proportione post naufragium portio Caji, quae 
est centum, superabit portionem singulorum, quae est quinqua* 
ginta, ut tarn ante, quam post naufragium, portio, Caji dimidio 
superet portionem singulorum. Contra si Cajus merces projecerit, 
quae valerent quinquaginta : unus autem et alter servarint proprias 
cuj usque centum aestimatas, Cajus damnum accipiet in decern : 
duo vero illi duplum quisque contribuent, pro singulis, nempe 
viginti, ut qua proportione quinquaginta ilia unius respondebant 
singulorum centenis, eadem ratione quadraginta ejusdem respon- 
deat singulorum octogenis."— Origg. J.C. III. cxi. 

Manifestly the liability of the master of the ship and of all the 
owners of the cargo, under the ancient laws of Rhodes, was one of 
" Mutual Insurance " against special risks of the sea, on " the. Con- 
dition of Average," and with a " Liability Limited " by the value 
of their several investments in ship and cargo ; a contract of 
insurance with all the most modern improvements, actual m< 
projected. 
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the most to do with it, and are most familiar with 
it in all its bearings and applications. Out of these 
forms of Marine and Mercantile insurance arose 
with us, as in other cduntries, the practice of ordi- 
nary Fire insurance, with this difference, that we 
have deliberately modified the practice, knowingly 
rejecting the system of "average" when it is less 
applicable, and keeping it only when it is not to be 
dispensed with. The assertion that the present un- 
distinguishing duty, by pressing more heavily on 
"average" insurance, has prevented or discouraged 
its adoption, is not correct ; the true fact being, that 
till the year 1782 there was no duty that could pos- 
sibly have any such effect, and that it was in the 
earlier part of that century, that this system was 
rejected, and the system now in use adopted, by the 
simple unbiassed sense of convenience of both owners 
and insurers. 

To make the " average" system optional would be, 
probably, only to repeat the past experience, that 
nobody would adopt who could avoid it. To make 
it compulsory would be to fly in the face of a long 
experience, and a deliberate and unbiassed judgment, 
in a matter in which the sense of the people concerned 
on both sides is the best test of utility. 

But the present experience in England of the 
average system also seems to be conclusive against 
any compulsory extension, or any artificial financial 
encouragement of it. It is necessarily applied in the 
cases where goods to be insured frequently change 
their place, in the course of storage, manufacture, and 
the like operations ; and the law expressly provides 
(9 Geo. 4< c. 3.) for these cases. In the case of 
goods so situated, it is the insurers, not the owners, 
who enforce the application of u the average condi- 
tion." But though necessary in this class of cases, it 
is a constant cause of difficulty, and a frequent one of 
dissatisfaction ; it is said, by officers of the largest 
companies, that, but for peculiar and costly arrange 
ments, it would not be carried out, that the vast 
fire insurance business of Liverpool could not be 
undertaken but by means of an expensive u committee 
of average," organized and maintained in that town 
by the London companies for this especial purpose. 
Some of the offices insuring the greatest amount 
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of agricultural property have systematically made 
known to all their farming customers the lower rate 
(one-third lower) at which an insurance is effected 
"on average :" but, in one of the greatest of these 
offices not one average policy could be found, and in 
another the practice had, to the small amount to 
which it had obtained, been found so unsatisfactory 
that, in cases of dispute, the office had surrendered 
all its covenanted advantages under the contract, and 
was averse, on this account only, to the issue of any 
farming policies containing this condition. 

Some more special reasons are put forward for the 
adoption of the average system. 

It is urged that owners, under the system of in- 
surance in gross, unfairly pick out of their pro- 
perty the hazardous portions, giving to the insurers 
only the dangerous part to insure, withholding from 
them all share in the safe and better part But 
this complaint appears to ignore the very nature and 
object of fire insurance, which is not to insure from 
loss what is by its nature safe from destruction, but 
is to make men's fortunes secure, and their minds 
easy in respect of that which is in jeopardy of fire. 
An insurance to insure incombustibles from fire would 
be a self-contradiction. And as to the hardship on 
the insurers of having none but destructible property 
to insure it must in reality amount to nothing, in- 
asmuch as their premiums, founded on experience of 
the losses incurred under this very system of insur- 
ance, are proportionally high, and are admitted to 
be at least fairly profitable, being premiums for entire 
insurance against loss, and would be just as much 
lower than they now are if the system were altered 
so as to make the seeming insurance only a partial 
insurance against the loss, or in any degree an in- 
operative and nugatory insurance of indestructible 
property. 

Another reason offered is that insurance on ave- 
rage, making the owner a partner in the risk, makes 
him interested in saving the insured property when 
in danger from fire, and so converts the owners them- 
selves into an excellent fire police. .But this reason- 
ing somewhat conflicts with the general reasoning by 
which the change is justified, namely, that the ten- 
dency of the " average " system is to compel owners 
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to insure the whole amount of their property. In- 
stead of operating to compel all persons to insure the 
whole of their property, in which case under the aver- 
age system they would recover the whole of their 
loss, and be wholly uninterested pecuniarily in. the 
salvage, this recommendation of the average system 
assumes that owners will under that system do as 
owners do under the system of insurance in gross, — 
insure for a part only of the whole value of the pro- 
perty. It is clear that so far as the average plan 
induced owners to insure the whole value, this argu- 
ment would entirely fail, while so far as it would hold 
good of partial insurance under that plan, it holds 
good of all under-insurances under every possible 
system. In its principle, this is an argument against 
all insurance whatsoever, as diminishing the strength of 
the motives of the owner to save his property. But 
it is a fact testified generally by the officers of in- 
surance companies, that all honest owners under the 
present system of insurance in gross do exert them- 
selves to the utmost to save their property from fire, 
and the experience is almost invariable that honest 
owners fully insured, who can save nothing for 
themselves, constantly save all that it is possible to 
save. As to the fraudulent insured, who propose to 
make a gain bj 7 their apparent loss, they as a rule do 
insure to more than the full value of their property. 
They are interested in its entire destruction, and in 
effacing every vestige which would afford a trace of 
their fraud. But this motive for insuring fully, and 
for effecting a total destruction, operates equally 
under the system of average insurance as of insur- 
ance in gross. 

Much more is to be urged against the change ; but Recapitula 
what has been said, seeming of itself to be conclu- leverage " 
sive, may suffice. On the whole, it would appear 
that the system of insurance on average has been tried 
in England under favourable circumstances, and has 
been, without the bias of any artificial motive, re- 
tained only where it is applicable, and for the rest 
spontaneously rejected for a better and more intelli- 
gible and satisfactory system ; that the system is 
fraught with the uncertainty which it is the very 
object of all insurance to get rid of, is wasteful in as 
far as the processes it involves are unnecessary, or 
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only made necessary by the fictitious character of 
the contract ; that the pretended cheapness of the 
premium is an illusion, inasmuch as the system must 
inevitably be more expensive than insurance in gross, 
and the insurance contracted for is to more than the 
apparent difference of price nominal and not actual; 
that the present revenue could only be sustained by 
an apparent but delusive increase of insurance ; but 
that, as a real deterioration of the value of insurance 
would be effected by the change, a reduction of 
effectual insurance is the more probable effect, in 
which case the present revenue can only be main- 
tained by a real increase of the burden, however it 
may be disguised. 

(13.) The preceding remarks have been confined to* 
the consideration of the public interests in the ques- 
tion, first, in respect to the very general interest of 
the public in fire insurance and as payers of the 
duties ; and, secondly, as involved in the maintenance 
of a necessary revenue by the least objectionable im- 
positions. The peculiar interests of fire insurance 
companies and other insurers are only secondary, 
and cannot be placed in the same line. If the present 
duties be advantageous to the public, their direct 
effect on insurers is immaterial; and if they be dis- 
advantageous to the latter, the disadvantage, what- 
ever it be, whatever shape it take, will be repaid by 
the general prosperity of the business and the rate of 
premiums. 

Still the fact is not unworthy of notice, that the 
present duties are on the whole satisfactory to those 
who carry on the business of insurers. Few of them 
have objected or do object to these duties ; and those 
who do so object are more than balanced by others, 
who find special trading reasons for their maintenance. 
It is generally those who seek to establish or enlarge 
an insurance business, who view these duties as an 
obstacle, and represent them as favouring monopoly, 
and as inimical to the practice of insurance. Most of 
the companies, on the other hand, which are well esta- 
blished and in possession of good business, appear to 
be content with the operation of the duties. In fact, 
these duties do constitute an obstacle to the one class 
and a facilitv to the other. 
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The allowance on the payment of the duties of 
four per cent, in London, and five per cent, in 
the couqtry for the collection and prompt pay- 
• ment, is to these companies who can pay the duty 
within the quarter -a source of profit, which neither 
appears to be added to their customers' premiums, 
nor abstracted from their own revenue. On the whole 
it is such a sum as enables every company with a large 
business to pay the cost of their country agency, an 
indispensable means of success to every Fire Insurance 
company. A less duty, involving a proportionally 
less discount, would compel the companies to raise 
their premiums or to encroach on their present rate of 
profits. They, therefore, find the present sj^stem a 
convenience and facilitation of their business. 

But this advantage to established companies is 
relatively a disadvantage to new ones, who, till they 
have acquired a sufficient business to pay their agency 
by this discount, must be contented with an inferior 
agency, or provide for an efficient one out of capital 
or premiums. Still this would be no objection to 
new enterprises, commenced with sufficient bona fide 
capital, the expense of working through this period 
being a legitimate application of that capital, and 
a just foundation of future profits The effectual 
restraint is upon speculative enterprises started with- 
out sufficient capital to make these advances ; and the 
present system of duty and discount is therefore 
looked on by most of the existing companies as a 
beneficial check upon merely speculative enterprises, 
and some security to the public that a company 
undertaking insurance has the command at least cf 
some of the necessary capital. 

(14.) It is thus to be seen that the per-centage Recapitu- 
duty on fire insurance is a tax now (1855-1856) lation. 
producing a revenue from England and Wales of 
1,203,861/., and including Scotland and Ireland, of 
1,341,242/. yearly, — a revenue which has more than 
doubled itself (notwithstanding the exemption of agri- 
cultural produce and farming stock) in thirty-four 
years, and is at the present time making a more rapid 
progress than ever, the total annual revenue from 
this duty having increased in England and Wales 
alone by 200,000/. in the course of the last eight 
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years, and by 105,000/. in the course of the last three 
years. Such an improvement in an old established 
source of revenue scarcely has a parallel, and, in a 
financial point of view, should dispel the notion if 
it were seriously entertained, that for the purpose of 
improving the present revenue, or its future prospects, 
any change in the imposition of the duty can be 
required. 

This branch of revenue is collected at the charge 
of four per cent., and a maximum of five per cent., 
without loss or evasion, and without occasion for 
appeal ; and as an incidental to an existing revenue 
establishment, involving quite an inconsiderable in- 
crease of its staff, none of which, however, could be 
dispensed with whatever remission of duty might be 
effected short of its absolute abrogation. 

It is seen that the duty falls entirely on realized 

Eroperty, whether of the permanent or consumeable 
inds, never by any possibility rising to more than 
-j^frths °f a P enn y on each pound sterling of value, 
even on the most permanent property, and on com- 
modities of common consumptiop very rarely adding 
an 8,000th part to their cost ; being sums inappreci- 
able in the cost of all commodities, and without any 
sensible iufluence in checking production, trade, or 
accumulation. 

It is seen that under the burden of this duty the 
practice of fire insurance has increased and is increas- 
ing in the same measure as the tax itself; that the 
burden is relatively the lightest where the natural 
cost of insurance is heaviest and the property least 
able to bear the burden, and only appears to be com- 

{>aratively heavy where the cost of insurance is 
ightest and the property most valuable and least 
oppressed by the burden ; that the natural proportion 
of insurance to destructible property has, probably, 
for a long time past been nearly reached, being now 
as 46/. 10s. 6rf. of such property insured for every 
man, woman, and child, and that the amount of insur- 
ance is probably hereafter to be extended, chiefly by 
the natural increase of insurable property itself, and 
not by the abrogation or reduction of this duty ; and 
that, in fact, insurance subject to the whole burden 
of the tax has, without special or extraordinary 
stimulants, increased, in the whole period since 1833, 
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within l T %ths per cent., as rapidly as agricultural 
insurance, wholly exempted from the tax, has 
done under extraordinary extrinsic and factitious en- 
couragements, and has ever since 1844 increased at 
a rate nearly three times as great as that of the 
exempted insurance, namely, at the rate of 31^ per 
cent., while the favoured insurance has only increased 
between 1 1 and 1 2 per cent. 

It does not, therefore, appear that this tax is liable 
to peculiar objection as a tax on prudence or as a 
preventive of insurance, least of all that it is so in 
those cases in which insurance is most difficult and 
most desirable. 

It is not made to appear that the amount* of 
revenue derived from this duty can be conveniently 
spared, or that any other tax as productive at present, 
or as promising for the future, as little burdensome 
to industry or property, as little annoying in assess- 
ment or collection, or more popular, has been suggested 
as proper to be substituted for this tax, or to be re- 
tained in order that this may be abrogated. 

It appears, then, that all the known facts and 
reasonings concur in favour of retaining the duty at its 
full present rate, and that the only valid objection to 
it as now imposed is the present useless exemption 
of agricultural insurances. 

I have the honour to be, 
Sir, 
Your most faithful 

and obedient Servant, 
George Coode. 
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